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April 12, 2005 

Honorable Board of Commissioners 
Community Development Commission 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 

Dear Commissioners: 

ADOPT THE CHANGE OF PLAN ADMINISTRATOR FOR THE SECTION 457 
DEFERRED COMPENSATION PLAN OF THE COMMUNITY DEVELOPMENT 

COMMISSION (ALL DISTRICTS) 

IT IS RECOMMENDED THAT YOUR BOARD: 

Approve the change of the Plan Administrator for the Community 
Development Commission's Section 457 Deferred Compensation Plan 
(Deferred Compensation Plan), from International City Management 
Association Retirement Corporation (ICMA) to The Principal Financial Group 
(Principal); and authorize the Executive Director to execute a Deferred 
Compensation Plan Document and Trust with Principal, presented in 
substantially final form, following approval as to form by County Counsel and 
execution by all parties. 

PURPOSElJUSTlFlCATlON OF RECOMMENDED ACTION: 

The purpose of the recommended action is to approve the change of the Plan Administrator 
for the Commission's Deferred Compensation Plan from ICMA to Principal. 

FISCAL IMPACT/FINANCING: 

There is no impact on the County general fund. There is also no fiscal impact to the 
Commission, as eligible employees are responsible for paying the full cost of the plan 
through payroll deductions. Principal submitted a first year management fee cost of 
$137,801, which is calculated as a percentage of the entire portfolio. This figure 
represents a first year savings to Commission employees of $71,241. 
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The Commission will continue to match up to four percent of employee contributions to the 
Deferred Compensation Plan, using funds obtained through the annual budget process, as 
approved by your board on June 5,2001. 

Funds currently held by ICMA will be transferred to Principal effective July 1, 2005. 

FACTS AND PROVISIONS1 LEGAL REQUIREMENTS: 

On June 25, 1985, the Board adopted a resolution for a Deferred Compensation Plan for 
the Commission and appointed ICMA as Plan Administrator. 

A Deferred Compensation Plan is available to employees of state or local governmental 
entities, allowing employees to defer a portion of their salary for retirement savings. 
Although technically a non-qualified plan, the Commission's Deferred Compensation 
Plan resembles a tax-qualified plan in that participating employees are not taxed on 
their contribution or earned interest until they actually receive distributions. 

In May 2004, the Commission initiated an internal audit, which included a review of the 
existing Deferred Compensation Plan. The Employee Retirement Income Security Act 
obligates the Commission, in its capacity of fiduciary, to provide employees with regular 
and timely investment analytics that should be used to choose and monitor investment 
managers or funds. The review of the Deferred Compensation Plan concluded that 
there are new methods available and other companies better equipped to provide 
services and investment information to Commission employees than existed in 1985. 

In order to identify a qualified firm to provide Deferred Compensation Plan services, the 
Commission contracted with 401 K Advisors, which is a deferred compensation advisory 
firm. On November 1, 2004, 401 K Advisors initiated a search to identify a firm qualified 
to administer the Commission's Deferred Compensation Plan. As a result, the 
Commission received proposals from seven firms. Three proposals did not meet the 
minimum requirements of administering at least 10 Section 457 Deferred Compensation 
Plans and providing services for employers of between 100 and 1,000 employees. 

On December 2, 2004, the four qualified submissions were evaluated by a Review Panel, 
comprised of Commission personnel with experience in financial management and 
employee benefits. Based on the evaluation process, Principal is being recommended for 
the Commission's Deferred Compensation Plan Administrator. 

A panel of Commission employees was also convened to evaluate and select Principal's 
investment offerings. 401K Advisors helped guide the process of selecting the 
investments available to Commission employees. 

In addition to cost savings, Principal is able to provide a commitment to local, hands on 
employee education, enhanced investment opportunities, bilingual employee 
communications specialists, and individual participant financial planning services. 
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The Chief Administrative Office and County Counsel have reviewed this letter and the 
Deferred Compensation Plan Document and Trust. 

IMPACT ON CURRENT PROGRAM: 

Approval of Principal as the Commission's Deferred Compensation Plan Administrator will 
provide Commission employees with a lower cost, professionally managed Deferred 
Compensation Plan. 

CARLOS J A C @ O ~  
Executive Direktor 
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